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Mr. Biovucu: Senator Dworshak, do you think that President 


Truman should veto the income tax reduction bill which is now 
on his desk? 


SenaTOR Dworsuak: I believe that the President should sign 
the tax bill, because, from an economic standpoint, it is possible 


. to curtail federal spending so that the surplus in the fiscal year 


1948 will be ample to reduce taxes and to make a sizable pay- 
ment on the national debt. There would also result a timely 
incentive to stimulate business in transition from a wartime toa 
peacetime basis. In this way we could effect essential economy 
in our government and make possible attainment of all three 
objectives. 


Mr. Biovcu: Congressman Gore, do you think that the 
President should veto the bill? 


REPRESENTATIVE Gore: Yes, I do. The President should veto 
the Knutson income tax bill which is now before him for several 


reasons. First, because we need to make a payment on the na- 
-tional debt; second, because it violates the principle of taxation 


according to ability to pay by transferring the bulk of the war 


debt from those most able to pay to those least able to bear the 


taxes. 
The tax bill is thoroughly unsound and grossly unfair. Its 
passage would prejudice the nation’s foreign policy as well as 


_ the chance of making a fair revision of our whole tax structure 
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which is now under consideration. Unless we can pay something 
on the national debt now, when can we? 


Mr. Biovcu: Have either of you anything to add to your 
reasons for taking these opposing positions? 


SENATOR DworsHAk: Well, only this, for 1948 the President 
suggested a budget of thirty-seven and one-half billion dollars. 
He and every member of his official family have constantly 
resisted any reduction in that budget. Congress, or at least the 
Republicans who are in control of both House and Senate, think 
that it is possible to cut that national budget by three, four, or 
five billion dollars. 


Mr. Bioucu: Well, Congressman, do you agree with that? 


REPRESENTATIVE Gore: The President submitted a budget to 
the Congress—a budget which he had trimmed and trimmed 
heavily. Perhaps the Congress did not realize how heavily he 
had cut the budget until they started considering it. However, as 
for this question of the President resisting further cuts—he has 
discharged his responsibility. The President does not have a 
vote in Congress. The question of how much the budget is going 
to be cut or reduced is up to the Congress. 

Now, in the Senator’s opening statement, he said that it was 
possible to curtail spending. Of course it is possible. It is possible 
to cut out reclamation; it is possible to cut out the farm program; 
it is possible to cut out national defense; but the question is: 
What has been done? No very material over-all cuts have been 
made except in the farm program and in national defense, and 
they do not mount up to enough to justify this tax cut. 


The University of Chicago Rounp Tasis. Published weekly. ro cents a copy; 
full-year subscription, 52 issues, three dollars. Published by the University of 
Chicago, Chicago, Illinois. Entered as second-class matter Fanuary 3, 1939, at 
the post office at Chicago, Illinois, under the Act of March 3, 1879. 


[2] 


~ Senator Dworsnak: There have been sizable reductions 
made already, but every head of the executive departments of 

_ government who has appeared before hearings in the Senate and 
in the House has contended that not a single dollar could be cut. 
Of course, it is difficult to reduce some of the gratuities and the 
desirable programs, but the fact remains that we could lop off 
at least a half-million additional federal employees with a re- 
sultant saving in pay roll of at least two billion, and a saving in 
expenses of at least another half-billion. There has been no co- 
operation so far from the Executive Branch in attaining this 
goal. 


Mr. Bioucu: I wonder if the-Executive Branch was not 
pretty severely curtailed in the hearings before the Budget 
Bureau itself? Those hearings took place long before the various 
appropriation requests went to Congress, and it is my impres- 
sion that there was a good deal of cutting at that time. May that 
not meet the point that you have made? 


SENATOR DworsHak: Well, partially, Mr. Blough. There 
were very considerable reductions made in the budgets sub- 
mitted by the various departments of government to the Bureau 
of the Budget, but when that thirty-seven-and-one-half-billion- 
dollar budget was sent to Capitol Hill, it was only natural that 
the lawmakers in both Senate and House, who have the con- 
stitutional responsibility of scrutinizing these various appropria- 

_ tions, would do everything within their power to discharge their 
obligations and to do the kind of job toward effecting economy 
“that the country is demanding today. 


REPRESENTATIVE Gore: Well, Senator, as a matter of fact, 
the Budget Bureau and the President reduced the departmental 
estimates as they came to the Budget Bureau and to the Presi- 
dent, by five billion dollars. So far the House of Representatives 
has well-nigh completed—not exactly completed—but has acted 
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upon the bulk of that budget. The budget has been reduced by 
less than two billion, and many of those reductions will be re- 
stored in the Senate as the Senate considers the bills, and many 
more of the reductions will be restored in deficiency bills before 
the fiscal year is ended. 

The fact stands that, when the scoreboard is finished, the 
Senate will do well to live within the President’s budget, and 
there is just no case for a cut in taxes from the standpoint of re- 
duced government expenditures. I regret that taxes cannot be 
reduced. They can be reduced only by cutting deeply into na- 
tional defense, the veterans program, the farm program, and the 
essential services of government. 


SenaTOR Dworsnak: That is not entirely true, Congressman, 
because during the war years we built our appropriation stand- 
ards up to the point where in one year alone we spent a hundred 
billion dollars. We built up our employment of civilians in the 
federal government from about 850,000, immediately preceding 
the war, to a peak of 3,770,000. Now there should be a very 
necessary and plausible reduction in personnel in some of the 
services which may have been essential during the war; now, two 
years after hostilities have ceased, we ought to get down to a 
peacetime basis. 


REPRESENTATIVE GoRE: Senator, you and I have been in 
Congress—this is our ninth year—and during all that time I 
have been hearing members of your party say what you were 
going to do; what ought to be done; and, if you were placed in 
power, what you would do. Well, that pleasant seat of anticipa- 
tion has become the hard seat of responsibility. But, you have 
been in power all these months now, and the question is not 
what you are going to do, but what you have done. The Congress 
just has not made the economies necessary to justify making a 
drastic cut in taxes. And that is the question under considera- 
tion in this broadcast. 
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SENATOR Dworsuak: The Congress cannot effect these desir- 
able economies so long as the Executive Department, headed by 
_ President Truman, is in absolute control of all the spending 
activities of the federal government, and so long as the President 
has an organized resistance and refuses to cooperate in effecting 
economy in federal government. 


Mr. Broucu: Well, gentlemen, I guess we could go on at 
length here. 


REPRESENTATIVE Gore: May I say that all this is little dif- | 
ferent from the promises in the campaign of last fall. At that 
time it sounded as though all the woes of the world would be 
solved if the people would just elect a Republican Congress. 


Mr. Biovcu: Well, now, this tax bill that we are talking 
about is HR 1. HR 1 means that it was the very first bill put 
into the hopper last January 3, I believe it was, and that is evi- 
dence that the tax cut had been decided on without regard to 
what the President’s budget was going to be, or the possibility 
of cutting it. Do you think that is a proper way to proceed with 
tax reduction, Congressman Gore? 


_ REPRESENTATIVE Gore: I do not quite agree with your thesis. 
I think, of course, that tax reduction was placed first, as evi- 
denced by the number-one bill that was introduced, but I do 

think that the Republican leadership were determined to make 
~ cuts. The fact that they have not been able to reduce the Presi- 
~dent’s budget very far is an indication, first, of their own inabil- 
ity, and, more importantly, it indicates that the President him- 
self submitted a budget to the Congress that was cut to the 
bone. I do not think that tax cuts should be placed ahead of ap- 
propriation cuts. The two should go together. Else, if we place 
tax cuts first, we are coming to deficit financing at a time when 
_ the war debt is very large and very heavy. 
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Senator Dworsuak: All we need to do is to apply sensible 
and logical economy in federal government and in making reduc- 
tions under the thirty-seven-and-one-half-billion budget for 
next year; then it will be possible not only to make a material 
payment on the national debt but also to cut taxes by three or 
four billions of dollars. 


REPRESENTATIVE Gore: Senator, the bill that has been cut 
heaviest in percentages so far is the Interior Bill—the bill pro- 
viding for reclamation and irrigation, principally in the West. 
Do you think that the House used sensible economy in making 
these reductions? Or is the Senate Committee correct, which just 


during the last week restored more than fifty million dollars in 
that bill?? 


SENATOR Dworsnak: That discrepancy resulted largely from 
a difference of opinion between the Bureau of Reclamation and 
the House as to the amount of carry-over funds. You will recall 
that last August similar charges were made against Congress, 
and particularly against the Republicans, that they were un- 
friendly to reclamation and, after the appropriation bill went 
through, the President issued a freeze order whereby 60 per 
cent of the funds were impounded. 


When the Bureau of Reclamation submitted figures to the 


«The total of the Interior Department bill approved by the Senate was 
$215,530,353- The House of Representatives had voted $161,413,513 of the 
request by the President for $296,135,420. Last year the Interior Department 
received $258,552,086. 

A request of 145 millions had been made for the Reclamation Service, but the 
House of Representatives cut this amount by 78 million dollars. This cut by the 
House of Representatives drew protests from western governors, farm interests 
and members of Congress. Then, after twenty-three days of hearings, the Senate 
subcommittee restored 36 million dollars to the Service, bringing the total in the 
bill to 104 million dollars. The executive administration had asked for 20 million 
dollars for the Bonneville power administration in Washington state. The Senate 
allowed 16 million dollars for the project, although the House of Representatives 
had cut the bill to 7 million dollars. © 
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House, it presented one picture; and when the officials appeared 
before our Senate Appropriations subcommittee, it was another 
picture. When we found out where the carry-over funds were to 
be on the basis of being unobligated, not alone unexpended, the 
Senate added very little money except to provide a reasonable 
and logical basis that all could agree upon. 

Reclamation and all the other activities are willing to take 
their share of economy and these reductions because we must 
have a sound government before we can have good reclamation 
or any other activity. 


REPRESENTATIVE Gore: Senator Dworshak, I agree with your 
statement thoroughly. What you have said is that the more you 
have learned about the problem the more nearly in agreement 

- with the President you have become. 


Mr. Buiovucu: I wonder whether part of the problem does not 
grow out of a difficulty in estimating the timing of these things. 
The budget comes in, in January of 1947 to cover the fiscal year 
July 1, 1947, to June 30, 1948. 

Now take, for example, the European relief problem. When 
the United Nations figured the needs for European relief, they 
did it in terms of crop years, since food depends on crops. Then, 
by the time the government departments came to Congress for 
appropriations, part of the crop year had passed, so they spoke 
in terms of the calendar year. Then, when Congress worked on 

_ the appropriations, they figured on the basis of fiscal years. The 
whole issue was confused by getting three different kinds of years 

"mixed up. I wonder whether similar confusion does not occur 
many times in looking forward as far as we have to under our 
appropriations procedure. 


Senator Dworsuak: Naturally, Mr. Blough, that resulted in 
some confusion on Capitol Hill. But, you know, this famous or 
infamous Reorganization Bill which was passed in the Seventy- 
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ninth Congress (and I did not vote for it) provided that a joint 
committee, the membership embracing members of both the Tax 
and the Appropriating committees of both Senate and House, 
make a recommendation as to what the fiscal policies would be 
during the current session. Now, each individual bill must be 
‘. considered on its own merits, and all possible reductions made. 
But the Reorganization Bill provided for that procedure, and I 
can offer no other defense. 


REPRESENTATIVE Gore: I agree with the Senator that a lot 
of people have been stuck in the muck of confusion. But, we 
have talked enough about appropriations. No very large cuts 
have been made except in places where they should not have 
been made—in national defense and in reclamation and agricul- 
ture. I would like to know what we are going to do with the 
enormous national debt. We have not paid for the war yet. What 
are we going to do with that? We must have revenue to make a 
payment on the national debt. 


SENATOR Dworsuak: Congressman, I am in complete accord 
with your contention that we ought to make a payment on our 
national debt, because the figures show that in seven or eight 
years—from 1939 to 1946—the Democratic administration spent 
two hundred and twenty billion dollars in excess of revenue. 
And, in 1945, revenue reached forty-six and a half billion dollars. 

When we spend two dollars for every dollar that we are col- 
lecting, it is very obvious that we must have economy and that 
we must endeavor to make payments on the national debt, and 
all of these activities are part of the long-range fiscal policy of 
our government. 


Mr. Bioucu: What do you mean when you talk about the 
“national debt,” Senator? 


SENATOR Dworsnak: By “national debt” I mean that for 
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eighteen years the national budget has been unbalanced and the 
taxpayers of our country have been deluded into believing that 
the government can give them something for nothing, instead 
of paying for all these programs and for national defense and for 
public works and all the services they expect from the national 
} government. In fact, this administration, throughout the fifteen 
years, has spent far in excess of two hundred billion dollars, 
which creates a federal debt which must probably be paid not 
only partially by this generation but by our children and our 
grandchildren, yes, and our great-grandchildren. 


REPRESENTATIVE Gore: Senator, I know you to be a very 
fair man. I have served with you long enough to have every evi- 
dence of that. And, knowing that you area fair man, I do not be- 
lieve that you quite mean to leave the impression that you want 
to charge up the cost of the war to the Democratic Administra- 
tion. It was necessary to go in debt to fight the war. We could 
no more avoid incurring a war debt than we could have won a 
victory without incurring it. 

I agree with you that the debt should be paid. But the ques- 
tion I ask you is: What are you going to pay it with? You say 
it must be paid—yes, but taxation is the only means thé govern- 
ment has of obtaining revenue. 

You say that these projects—reclamation, agriculture, na- 
tional defense—must go on and, as has been shown by the action 
of this Congress (a Republican Congress), appropriations are 
being made in substantial amounts to carry on those programs. 
The question is: What are you going to pay on the national debt? 

And if you do not have taxes, you will not pay anything. The 
Knutson Bill promises more deficit financing. 


Senator DworsHak: Why, Congressman, I think that it is 
very obvious that we must cut down on our federal spending, 
and the American people recognize that. In fact, I do not think 
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that the people agree with the President and Secretary Krug, 
who recently contended that any budget slashes will cause a re- 
cession in business. During the so-called ‘“‘depression years” it 
may have been necessary to have deficit financing by the federal 
government, but the American people now want to take care of 
their own affairs and put the federal government on a sound 
fiscal basis. And they want these economies. They do not want 
emergencies comparable to those we have had for nearly two 
decades to continue indefinitely. We are facing chaotic conditions 
not only in our own country but throughout the entire world, 
and it is time to face realities instead of theories. 


REPRESENTATIVE Gore: I agree that it is time to face reali- 
ties, and that is just exactly what I am trying to get you to face, 
Senator. That is what Congress will be faced with when a vote 
is had upon a tax veto, which I hope will be coming. Of course, 
it is necessary to face realities. We have been talking about 
theories too long—theories about what was going to be done. I 
am saying now that it is necessary to make appropriations. I 
would that more economy could be practiced. I would join you 
in that desire, but the fact is that, if we are to have national de- 
fense, it is going to cost money. If we are to have an army anda 
navy and atomic-bomb development; if we are to have a farm 
program; if we are to have hospitals and health and education 
and roads—it costs money, and money is derived for the gov- 
ernment by taxation. 


I would like to ask you if you think the Knutson Bill is a fair 
bill? 


SENATOR Dworsuak: The bill has some features that I do not 
approve of because, as you know, the rules are, in both the House 
and the Senate, that, when legislation of that kind is adopted, it 
is not possible to offer a lot of amendments. You could not have 
a perfect tax bill. 
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But, getting back to all these services that you mentioned— 
of course, the American people want to maintain all the legiti- 
mate activities of the federal government—in the current year 
‘we are spending four or five times as much as we did in the pre- 
war year of 1939 or 1940. 

Of course, the people do not want to continue. For instance, 
Mr. Gore, when you and I came to Congress in January, 1939, 
we had 862,000 civilian employees in the federal government. To- 
day we have about two and a quarter million—three times as 
many. Do you think that it is possible to make any reduction in 
that figure, from two and a quarter million civilians to 862,000, 
or do you think that it is necessary to maintain the so-called 
wartime levels of federal employment? 


REPRESENTATIVE Gore: Your statement and question re- 
quire a short statement as to where the increases are. They are 
not in the Department of Agriculture. They are not in the State 
Department. Oh, I beg your pardon, I think there are a few 
additional employees . . 


SENATOR DworsHak: Four times as many. 


REPRESENTATIVE GORE:.... in the State Department be- 
cause the international difficulties require a strengthening of 
our diplomatic machinery. There is a very large increase in the 
Veterans Administration, and, incidentally, there may not be 
enough people in the Veterans Administration now, because the 
insurance policies have not been posted up to date, and it will 
require another year and a half to bring them up to date. 

A very large number of civilian employees are in the military 

government of Germany and of Japan. Do you think that we 
should withdraw from Germany and Japan? Do you think that 
| we should cut those civilian employees off the pay roll? 

Of course, I would join with you in the desire that retrench- 
‘ments be made, and I have helped make retrenchments this 
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year, but what I am saying is not that the question is any more: | 
What should be done? The question is: What has been done? 

But I want to get back to the unfair features of this Knutson 
Tax Bill. I believe that it gives disproportionate benefits. It 
gives a take-home pay increase of 2 per cent to a person who 
earns $1,500 a year. It gives a take-home pay increase of 34 per 
cent to the person who earns $100,000 a year and a 65 per cent 
increase to the person who earns $250,000 a year. It transfers 
the burden of paying the war debt from those most able to pay to 
those least able to pay. It violates every principle of taxation ac- 
cording to ability to pay. Even if it were wise and sound to re- 
duce taxes at this time—the Knutson Bill would be the wrong 
way to do it. The bill is grossly unfair and inequitable. 


SENATOR DworsuHak: Well, Congressman, you know that the 
Ways and Means Committee in the House and the Senate 
Finance Committee have already started extensive hearings on 
tax legislation; and if any injustices should show up in this bill, 
if it should be passed over the President’s veto, then the in- 
justices will be removed in the legislation for taxation which will 
probably come before the Congress next January or February. 


Mr. Biovcu: I think that it is in the history of tax measures 
that you do not very often take away any reductions that have 
been given. If reductions are given in this bill, they will hardly 


be corrected by being removed later, although some other re- 
ductions might be given later. 


REPRESENTATIVE GorE: Senator, your statement, plus Mr. 
Blough’s statement, just emphasizes all the more one additional 
reason why the President should veto this tax-cut bill which is 
before him. You say that the Ways and Means Committee is 
now holding hearings on a general revision of your tax structure; 
that is true. But what is the sense of giving disproportionate tax 
reduction to those who need it least and then starting to study 
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bout revision of your taxes? And, in that study, mind you, Mr. 
utson, who seems to be the principal spokesman of tax policy 
‘or the Republican party, said, just the week before last, that it 
as his intention, and the intention of the committee, to transfer 
auch of the load being carried by income taxes over to excise 
taxes. In other words, he wants to substitute a federal sales tax 
or an income tax. That would further violate the principle of 
axation according to ability to pay. 

Of course the President should veto this bill. He should tell 
he country what it really is. 


Senator DworsuHak: Well, Mr. Congressman, I thought you 
ere going to take all the time. All I wanted to say is that I do 
ot know what the tax views of Mr. Knutson are, but I can say 
ery definitely that he neither reflects my views nor those of 
ther members of the Senate, because we have a Senate Finance 
ommittee, and you well know that the Senate does not agree 
horoughly with the House, nor do the Republicans in the Sen- 
te thoroughly agree with any of the House leaders. I can assure 
ou that the Senate Finance Committee and the members of the 
enate will attempt to do a conscientious job on tax legislation. 


REPRESENTATIVE Gore: The conscientious job that they did 
as to indorse the Knutson Bill, and Knutson was the man who 
as called upon to introduce it. It was the first bill introduced 
n the Republican Congress, and the bill before the President 
ow is the Knutson Bill. 


“Senator Dworsuak: You know, of course, that all tax legis- 
ation must originate in the House, and no other procedure could 
ave been followed. 


Mr. Bioucu: Well, gentlemen, we are approaching the end of 
ur time. I wonder whether you would both care to summarize 
our positions on this problem of taxation and expenditure and 
scal policy? 
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REPRESENTATIVE Gore: I shall be very glad to, Mr. Blough. 

As undesirable as taxes are, the government just cannot oper- 
ate without revenue. So the questions are what kind of taxes 
and how much and who shall pay them? With the huge war debt 
as it is, and the many urgent needs of the nation and the people, 
it can hardly be said that we need less government revenue. Be- 
cause government expenditures have not been materially re- 
duced over-all, the Knutson Tax Bill promises more deficit 
financing. But even though it were wise and sound to reduce 
taxes at this time, the Knutson Bill would be the wrong way to 
do it. It violates the basic principle of taxation according to 
ability to pay. 


Mr. Biovcu: Senator Dworshak. 


Senator Dworsuak: The outlook for 1948 indicates there 
will be a surplus of about four billion dollars which Democratic 
leaders reportedly would apply on the public debt. If the Presi- 
dent’s budget of thirty-seven and one-half billion dollars is cut 
by three to four billions, which can be done through joint efforts 
of Executive and Legislative branches, this saving could be ear- 
marked for reducing taxes now. Then we would have lower taxes, 
and we would retire some of our debt. 

The Administration should cooperate with Congress and not 
resist budget savings. There is no longer any justification for 
keeping this country embroiled in New Deal emergencies. We 
must put our financial house in order to promote national secu- 
rity and peace. 


Mr. Bioucu: We seem to have, at the end of this half-hour, 
come to the point where we have no agreement on what should 
be done. In discussing whether President Truman should veto 
the income-tax reduction bill, we have found that, underlying 
the conflicting answers to this question, there are decided differ- 
ences of opinion. One of these concerns whether the expenditures 
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or the fiscal year 1948 will be reduced sufficiently to create a 
ubstantial surplus. A second difference of opinion concerns how 
ny such surplus should be used. Should it be applied to tax re- 
uction or debt reduction or should it be divided between them? 
he third difference is whether the tax bill is a fair and equitable 
ethod of granting tax reductions or whether we should wait for 
rther study of the problem before deciding how to apportion 
eductions. 


su 
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THE TEXT OF 
PRESIDENT TRUMAN'S VETO 
MESSAGE ON ELR. | 


* 


To the House of Representatives: 

I return herewith, without my approval, H.R. 1 entitled: “An act t 
reduce individual income tax payments.” 

The right kind of,tax reduction, at the right time, is an objective tc 
which I am deeply committed. 

But I have reached the conclusion that this bill represents the wrong 
kind of tax reduction, at the wrong time. 

It offers dubious, ill-apportioned and risky benefits at the expense 0 
a sound tax policy, and is, from the standpoint of government finances 
unsafe. 

Proposals for tax reduction must be examined in the light of sounc 
and carefully-related fiscal and economic policies. Unless they are con 
sistent with the demands of such policies, they should not be approved 

In my budget message of Jan. 10, 1947, I said: 

“As long as business, employment and national income continu 
high, we should maintain tax revenues at levels that will not only mee 
current expenditures but also leave a surplus for retirement of the publi 
debt. There is no justification now for tax reduction.” 

Developments since January do not warrant a change in that cor 
clusion. Total employment in May increased by a million and a hal 
over that in April, and the total number now employed is over 58 mi 
lion. The number of unemployed is now less than two million, pra 
tically a minimum. 

Income payments to individuals are estimated to be at the recor 
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nual rate of $176 billion. Department store sales in May were up 6 
cent over April, and equaled the all-time high in dollar volume. 
e number of houses begun by private enterprise in May was the 
rgest in any month since V-J Day. Despite many gloomy predictions, 
1ere is no convincing evidence that a recession is imminent. 

Ample evidence points to the continuation of inflationary pressures. 
ax reduction now would increase them. 

If these pressures are long continued, and if essential readjustments 
ithin the price structure are long deferred, we are likely to induce the 
y recession we seek to avoid. 

Reductions in income tax rates are not required now to permit 
cessary investment and business expansion. There is no shortage of 
nds for this purpose in any wide sector of our economy. As a matter 
fact, the amount of liquid funds in the hands of corporations and 
dividuals at the present time is nearly $200 billion. 

-Under these circumstances, tax reduction is not now needed to pro- 
de additional funds for business expansion. 

The argument is made that the funds added to consumer purchasing 
wer through this tax reduction are needed to maintain employment 
d production at maximum levels. 

It is true, as I have pointed out many times, that the purchasing 
wer of large groups of our people has been seriously reduced. 

We must take every step possible to remedy the disparity between 
rices and the incomes of the rank and file of our people, so as not to put 
rakes on our continued prosperity and lead us toward a recession. 
Tax reduction as proposed in H.R. 1 is not the proper way to remedy 
€ current price situation and its effect upon consumers and upon 
rospective employment. Necessary adjustments in incomes, produc- 
on and prices should be made by wise policies and improved practices 
f business and labor, not by hastily invoking the fiscal powers of gov- 


rnment on a broad scale. 


The time for tax reduction will come when general inflationary 
ressures have ceased and the structure of prices is on a more stable 
asis than now prevails. 

How long it will take for this point to be reached is impossible to 
redict. 

Clearly, it has not been reached as yet. Tax reduction now would add 
6, rather than correct, maladjustments in the economic structure. 
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Sound fiscal policy also requires that existing tax rates be mair 
tained for the present. I have always been keenly aware of the necessit 
for the utmost economy in government and of the need for a progressiv 
reduction in government expenditures to the greatest extent possibl 
consistent with our national interests. 

However, necessary expenditures for essential government opera 
tions are still high. We are still meeting heavy obligations growing ou 
of the war. We continue to be confronted with great responsibilities fe 
international relief and rehabilitation that have an important bearin 
on our efforts to secure lasting peace. We are still in a transition perio 
in which many uncertainties continue. : 

In the face of these facts, common prudence demands a realistic an 
conservative management of the fiscal affairs of the government. 

A time of high employment and high prices, wages and profits, suc 
as the present, calls for a surplus in government revenue over expend: 
tures and the application of all or much of this surplus to the reductio 
of the public debt. Continuing public confidence in government finance 
depends upon such a policy. 

If the government does not reduce the public debt during the mos 
active and inflationary periods, there is little prospect of material reduc 
tion at any time and the country would, asa result, be in a poorer posi 
tion to extend supports to the economy should a subsequent deflation 
ary period develop. 

With the present huge public debt it is of first importance that ever 
effort now be made to reduce the debt as much as possible. If H.R. 
were to become law the amount available for debt retirement would b 
entirely too low for this period of unparalleled high levels of peacetim 
income and employment. 

The integrity of the public debt is the financial bedrock on whid 
our national economy rests. 

More than half of the American people are direct owners of govern 
ment securities. A major portion of the assets of banks, insurance com 
panies and trust funds is invested in government bonds. To maintaii 
the integrity of the public debt we must now reduce it by substantiz 
amounts. 

In addition to the fact that this is not the time for tax reductior 
there is a fundamental objection to this particular bill. An adjustmen 
of the tax system should provide fair and equitable relief for individual 
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the present tax burden, but the reductions proposed in H.R. 1 are 
ither fair nor equitable. 

ALR. 1 reduces taxes in the high income brackets to a grossly dis- 
‘oportionate extent as compared to the reduction in the low income 
ackets. 

A good tax reduction bill would give a greater proportion of relief 
the low income group. 

H.R. 1 fails to give relief where it is needed most. Under H.R. 1, tax 
vings to the average family with an income of $2,500 would be less 
an $30, while taxes on an income of $50,000 would be reduced by 
arly $5,000, and on an income of $500,000 by nearly $60,000. 

In so far as “take-home”’ pay is concerned under H.R. 1, the family 
rning $2,500 would receive an increase of only 1.2 per cent; the family 
ith an income of $50,000 would receive an increase of 18.6 per cent, 
d the family with an income of $500,000 would receive an increase of 
.3 per cent. 

If H.R. 1 were to become law, the inequity of its provisions would be 
ozen into the tax structure. 

The reduction in government receipts resulting from this bill would 
e such that the government could ill afford to make fair tax reductions 
t the proper time in the form of a carefully considered revision of our 
tire tax structure. 

_ Now is the time to plan for a thoroughgoing revision of the tax sys- 
em. We should consider not only individual income-tax rates, but also 
he level of personal exemptions and many other adjustments in the 
ersonal income-tax structure. 

We should also consider changes in excise tax laws, gift and estate 

axes, corporation taxes, and, in fact, the entire field of tax revenues. 
“Such a program of tax adjustment and tax reduction should be 
eared to the financial and economic needs of this country. 
“It will be an important contribution to economic progress. The tim- 
ig of such a program is highly important to achieve economic stability, 
) promote the investment of capital, and to maintain employment, 
urchasing power and high levels of production. 

For the compelling reasons I have set forth, I return H.R. 1 without 
Ly approval. 

Harry S,. TRUMAN 
Tue Wuirte House 
June 16, 1947 
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GIT: What Do You Think? 


1. Do you think President Truman was justified in vetoing the incom: 
tax reduction bill? Are his reasons fiscal or political? Will Presiden 
Truman be justified in asking for tax reductions in January, 1948? 


2. Is H.R. 1 a sound proposal for tax reduction? Is this bill consisten 
with sound fiscal and economic policy? Should Congress decide o1 
the total amount to be appropriated and spent before deciding hoy 
much the tax bill should be? 


3. Is this the time for tax reduction? Should tax reduction be a part a 
a general consideration and revision of the entire tax system? Wha 
place should a federal sales tax have in such tax revision? 


4. Is H.R. 1 fair to all income groups? Should income taxes in the high 
income tax brackets be lowered greatly to increase incentive? Woul 


tax reduction now result in a needed incentive for business? 


5. Is tax reduction now needed to raise the purchasing power of con 
sumers and restrain the effects of a recession? Should taxes be al 
lowed to continue at their present high levels if they result in th 
concentration of billions of dollars in the Treasury that is not bein 
returned into the business channels of the economy? In other word: 
are the present high taxes having a deflationary result in a highl 
undesirable way? 


6. Do you think it is possible to cut federal expenditures at this time 
Would it be wise to cut them to a greater extent than Congress hz 
succeeded in doing? 


7. Is this the time to make large payments on the national debt? Wh 
is the meaning of the national debt? 
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